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SUBJECT: DEBT PROPOSAL BY EGON BAHR 

1. DURING HIS SEPTEMBER 8 MEETINGS WITH DEPARTMENT 
OEFICIALS, ERG MINISTER EOR ECONOMIC COOPERATION EGON 

BAHR OBSERVED THAT INTEREST PAYMENTS ON DEVELOPMENT LOANS 
HAD PLACED AN INTOLERABLY HEAVY BURDEN ON THE THE LDCS. 

2. BAHR ADVANCED TWO ALTERNATE PROPOSALS TO DEAL WITH THE 
PROBLEM: 

PROPOSAL A: LDC DEBTS COULD BE RESCHEDULED BY DONOR 
COUNTRIES TO ADJUST THEIR TERMS TO PRESENT DAY CONDITIONS. 
BAHR ELABORATED THAT THIS WOULD MEAN IDA LOANS AT .75 
PERCENT INTEREST OVER 50 YEARS WITH NO REPAYMENTS DUE EOR 
THE EIRST TEN YEARS. OTHER LOANS COULD BE ADJUSTED TO 
PRESENT CONCESSIONARY TERMS OE TWO PERCENT INTEREST OVER 
30 YEARS WITH NO REPAYMENTS FOR THE EIRST LIVE YEARS. 

PROPOSAL B: A ONE- YEAR MORATORIUM ON ALL DEVELOPMENT LOANS. 
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3. WE UNDERSTAND BAHR INTENDED TO EXPLORE HIS PROPOSALS 
WITH OTHER ERG CABINET MINISTERS AND WOUED APPRECIATE ANY 

INEORMATION YOU CAN PROVIDE ON THE EXACT STATUS OE THE 
PROPOSALS AND THE EXTENT OE SUPPORT THEY ARE GENERATING. 

4. FYI: OUR PRELIMINARY ANALYSIS INDICATES THAT BAHR'S 
DIAGNOSIS IS FAULTY AND HIS PRESCRIPTION PROBABLY 
IMPRACTICAL FROM OUR VIEWPOINT. END FYI. INGERSOLL 
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